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EMPLOYEE COVERAGE, ELIGIBILITY, AND PARTICIPATION

E m p l o y e r s  a r e  t h e  p r i n c i p a l  s o u r c e  o f  h e a l t h  i n s u r a n c e  i n  t h e  U . S . ,  p r o v i d i n g  h e a l t h  

b e n e f i t s  t o  a b o u t  6 3 %  o f  n o n e l d e r l y  p e r s o n s  i n  2 0 0 2 . 4   A l t h o u g h  t h e  p e r c e n t a g e  

o f  w o r k e r s  r e c e i v i n g  h e a l t h  i n s u r a n c e  t h r o u g h  t h e i r  o w n  e m p l o y e r  h a s  e x h i b i t e d  

o n ly  s l i g h t  a n n u a l  d e c l i n e s ,  t h e  c u m u l a t i v e  d r o p  s i n c e  2 0 0 1  i s  o v e r  f o u r  p e r c e n t a g e  

p o i n t s .  T h e  m a j o r i t y  o f  t h i s  d e c l i n e  i s  a m o n g  a l l  s m a l l  f i r m s  ( 3 - 1 9 9  w o r k e r s ) .  A s  a  

c o n s e q u e n c e ,  w e  e s t i m a t e  t h a t  t h e r e  a r e  a t  l e a s t  f i v e  m i l l i o n  f e w e r  j o b s  p r o v i d i n g  

h e a l t h  i n s u r a n c e  i n  2 0 0 4  t h a n  i n  2 0 0 1 .  

M o s t  w o r k e r s  a r e  o f f e r e d  h e a lt h  c o v e r a g e  a t  w o r k ,  a n d  t h e  v a s t  m a j o r i t y  o f  w o r k e r s  

w h o  a r e  o f f e r e d  c o v e r a g e  t a k e  i t .  W o r k e r s  w i t h o u t  c o v e r a g e  t h r o u g h  t h e i r  o w n  

e m p l o y e r  m a y  n o t  b e  o f f e r e d  c o v e r a g e  b y  t h e i r  f i r m ,  m a y  b e  i n e l i g i b l e  f o r  b e n e f i t s  

o f f e r e d  b y  t h e i r  f i r m ,  o r  m a y  r e f u s e  a n  o f f e r  o f  c o v e r a g e  f r o m  t h e i r  f i r m .  

• Among firms offering health 
benefits, 67% of workers are 
covered by their own firm’s 
health plan, a similar rate to 
last year (Exhibit 3.2).

• Despite only small annual 
declines in the percentage 
of workers receiving coverage 
through their own employ-
er, coverage (in firms both 
offering and not offering 
health benefits) decreased 
significantly between 2001 
and 2004 from 65% to 61%. 
The majority of this decline 
in the number of jobs with 
health insurance is among 
all small firms (3-199 work-
ers) (EXHIBIT 3.1). 

• Coverage rates do not differ 
significantly by firm size, but 
they do vary by industry, like-
ly due to differences in eligi-
bility. The coverage rate for 
workers in the retail industry 
is 47%, compared to 84% for 
state and local government 
workers and 82% for those 
working in the transportation, 
communication, and utility 
industries (EXHIBIT 3.2). 

• Higher wage firms—where 
fewer than 35% of workers 
earn $20,000 or less annu-
ally—have higher cover-
age rates than lower wage 
firms—where 35% or more of 
workers earn $20,000 or less 
annually. Seventy percent of 

workers in higher wage firms 
that offer health benefits are 
covered, compared to 46% of 
workers in lower wage firms 
offering benefits.

  
• Even in firms that offer cov-

erage, not all employees are 
eligible for their firm’s health 
benefits. Additionally, not all 
employees with an offer of 
health coverage participate 
in it. The number of work-
ers covered is a product of 
both the percentage of work-
ers who are actually eligible 
for the firm’s health insur-
ance and the percentage who 
choose to “take up” (i.e., elect 
to participate in) the benefit.

n o t e :

 4     Kaiser Family Foundation, Kaiser Commission on Medicaid and the Uninsured. Health Insurance Coverage in America: 
2002 Data Update, December 2003. 
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• Eligibility for health benefits 
does not vary by firm size 
and is unchanged from last 
year. Overall, 80% of workers 
in firms offering health ben-
efits are eligible for coverage  
(EXHIBIT 3.2). 

• Employees who are offered 
coverage through their 
employer generally elect to 
participate in it (the “take-
up” rate). Eighty percent of 
workers in all small firms (3-
199 workers) take up cover-
age, similar to 83% of workers 
in all large firms (200 or more 
workers) who choose to par-
ticipate. These numbers are 
statistically unchanged from 
2003, but the percentage of 
workers who take up cover-
age in all small firms is sta-
tistically different from 2001 
(84%)  (EXHIBITS 3.2, 3.3). 

• The take-up of employer-spon-
sored coverage varies some-
what by industry. Workers in 
retail have a lower take-up 
rate (77%) than workers in 
other industries. Ninety-four 
percent of workers in state/
local government and 92% of 
workers in the transportation, 
communication, and utility 
industries take up an offer of 
employer-sponsored coverage 
(EXHIBIT 3.2). 

• The likelihood of accept-
ing a firm’s offer of cover-
age varies by firm wage level. 
Employees in higher wage 
firms—where fewer than 35% 
of workers earn $20,000 or 
less annually—are more like-
ly to take up coverage (84%) 
than employees in lower wage 
firms (35% or more of workers 
earn $20,000 or less annu-
ally) (71%). 

• One aspect of coverage 
affecting eligibility is new 
employees’ waiting period 
for coverage. Eighty-two per-
cent of covered workers in all 
small firms (3-199 workers) 
and 65% of covered workers 
in all large firms (200 or more 
workers) work for a firm that 
imposes a waiting period on 
new employees before they 
are eligible for coverage. 
The average waiting period 
for coverage is unchanged 
from last year at 1.6 months 
(Exhibit 3.5).
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Percentage of Workers Covered by Their Employer’s Health Benefits, in Firms Both Offering 
and Not Offering Health Benefits, by Firm Size, 2000-2004*

Exhibit 3.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002, 2003, 2004.

 * Tests found no statistically different estimates from the previous year shown at p<.05.

 Note: The total percentage of covered workers in this figure is calculated from the universe of all workers – including those   
in firms that do not offer coverage. 

   2000 2001 2002 2003 2004

FIRM SIZE    

3-24 Workers     50% 49% 45% 44% 43%

25-49 Workers   63 62 57 59 56

50-199 Workers   62 67 64 61 56

200-999 Workers   69 71 69 68 69

1,000-4,999 Workers   68 69 70 69 68

5,000 or More Workers   66 69 68 68 67

ALL  SMALL  FIRMS (3-199 W ORKERS)  57% 58% 54% 53% 50%

ALL LARGE FIRMS (200 OR MORE WORKERS)   67% 69% 69% 68% 68%

ALL  FIRMS   63% 65% 63% 62% 61%
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Eligibility, Take-Up Rates, and Coverage in Firms Offering Health Benefits, by Firm Size, Region, 
and Industry, 2004

Exhibit 3.2

  Percentage of 
 Percentage of Workers  Workers Who  Percentage of  
 Eligible for Health  Participate in Their  Workers Covered by 
 Benefits Offered  Employers’ Plan Their Employers’ 
 by Their Employer (Take-Up Rate) Health Benefits 

FIRM SIZE   

Small (3-24 Workers) 86%* 78% 67%

Small (25-49 Workers) 82 78 65

Small (50-199 Workers) 73* 83 61

ALL  SMALL  FIRMS (3-199 W ORKERS) 80 80 64

Midsize (200-999 Workers) 82 84 70

Large (1,000-4,999 Workers) 80 84 68

Jumbo (5,000 or More Workers) 80 83 67

ALL LARGE FIRMS (200 OR MORE WORKERS) 81% 83% 68%

REGION   

Northeast 81% 79% 64%

Midwest 82 83 69

South 81 83 68

West 77 82 64

INDUSTRY   

Mining/Construction/Wholesale 78% 80% 61%

Manufacturing 91* 87* 80*

Transportation/Communication/Utility 90* 92* 82*

Retail 62* 77* 47*

Finance 88* 84 73*

Service 76 76* 59*

State/Local Government 90* 94* 84*

Health Care 77 84 65

ALL  FIRM SIZE S,  REGIONS,  AND INDUSTRIE S 80% 82% 67%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2004.

 * Estimate is statistically different from All Firms at p<.05.

    Take-up rate: The percentage of eligible workers who choose to participate in health benefits  
 offered by their employer.
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Percentage of Workers in Firms Offering Health Benefits Who Participate in (Take-up) Their 
Employer’s Health Plan, by Firm Size, 1999-2004*

Exhibit 3.3

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002, 2003, 2004.

 * Tests found no statistically different estimates from the previous year shown at p<.05.

    Take-up rate:  The percentage of eligible workers who choose to participate in health benefits 
offered by their employer. 
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Percentage of Workers in Firms Offering Health Benefits Who Are Covered by Their Employer’s 
Health Plan, by Firm Size, 1989-2004

Exhibit 3.4

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2002, 2003, 2004;  
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998;  
The Health Insurance Association of America (HIAA): 1989.

 *  Estimate is statistically different from the previous years shown at p‹.05.

 † Estimate is statistically different from the previous year shown at p‹.10.
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Average Waiting Period for New Employees to be Eligible for Health Coverage, 2004*

Exhibit 3.5

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002, 2003, 2004.

 * Tests found no statistically different estimates from the previous year shown at  p<.05.
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Average Waiting Period for New Employees to be Eligible for Health Coverage, by Firm Size, 
Region, and Industry, 2004

Exhibit 3.6

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2004.

 * Estimate is statistically different from All Firms at p<.05.

 Average Wait for Health  
 Coverage (Months)

FIRM SIZE 

ALL  SMALL  FIRMS (3-199 W ORKERS) 2.1*

Midsize (200-999 Workers) 1.6

Large (1,000-4,999 Workers) 1.6

Jumbo (5,000 or More Workers) 1.2* 

ALL  L ARGE FIRMS (200 OR MORE W ORKERS) 1.3*

REGION 

Northeast 1.5

Midwest 1.3*

South 1.7

West 1.8 

INDUSTRY 

Mining/Construction/Wholesale 2.4*

Manufacturing 1.3*

Transportation/Communication/Utility 1.3

Retail 2.8*

Finance 1.3

Service 1.5

State/Local Government 1.2*

Health Care 1.5

ALL  FIRM SIZE S,  REGIONS,  AND INDUSTRIE S 1.6  MONTH S




